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KEY ECONOMIC INDICATOR 


(All values in millions of dolla 


1973 1974 h 
Actual Actual 7 

GNP 

Current Prices 23342.5 2,976.5 
Constant (1962) Prices 1,687.9 1,822.9 
Per Capita at Current Prices 

(actual peso value) 520.6 640.2 

FINANCE/BALANCE OF PAYMENTS/TRADE 
Money (currency, demand deposits) 314.5 433.2 
Time and Savings Deposits 244.8 361.3 
Commercial Bank Loans 430.1 645.1 
Public Bonds in Commercial Banks 62.0 63.3 
Cost of Living Rise (percentage) 7.3 19.0 
Net International Reserves 16.7 Led 
Balance of Payments (net changes) 4.9 - 13.4 
External Public Debt 335.9 433.0 
Debt Service Ratio (percentage) 5.8 5.1 
Exports (f.0.b.) 442.1 636.7 

% U.S. Share 60.1 56.4 
Imports (f.0.b.) 421.9 673.0 

% U.S. Share 54.0 60.0 
OTHER INDICATORS 

Central Government Revenues 360.3 473.6 
Central Government Expenditures 387.4 508.8 
Cement Consumption (000 MT) 673.4 700.6 
Passenger Arrivals (000s) 227.0 308.3 
Retail Sales 363.6 379.3 
Electricity Sales (000 MWH) 1,023.1 1,097.0 
Private Housing Permits (units) 2,219 2,439 
Telephones (000s) 82.5 98.4 
Automobiles (000s) 54.7 61.7 


Exports to U.S.(through June 1976): Total 223.4; sugar 
ferroalloys 20.5; fruit and vegetables 

Imports from U.S.(through June 1976): Total 224.7; macl 
61.1; food and live animals 39.7; chem: 
beverages and tobacco 7.6. 





ATORS: DOMINICAN REPUBLIC aad 


ollars unless otherwise stated) 
Exchange Rate: 1 peso=1 dollar 


Population: 4.93 million (1976) 


% Change 1975 % Change 1976 % Change 
74/73 Actual 75/74 Est. 76/75 
26.8 3,855.7 29.8 4,360.8 33.4 
8.0 1,910.4 4.8 1,967.7 3.0 
23.0 806.6 26.0 884.5 9.7 
| 3¥.7 448.2 3.5 482.6 7.6 
: 47.6 467.5 29.4 484.6 3.6 
50.0 750.3 16.3 835.6 11.4 
: 2.0 103.4 63.3 104.1 0.7 
) --- 20.0 --- 10.0 --- 
| --- 40.7 a5 14.1 == 
: --- 65.0 --- - 50.0 --- 
y- 26.9 453.9 4.8 466.3(March) --- 
--- 4.1 --- 7.6 --- 
44.0 893.8 40.4 702.9 - 21.4 
--- 71.0 --- 73.1(June) 0.2 
) 59.5 72.7 14.8 773.9 --- 
) --- 58.1 ~-- 58.1(June) --- 
: 31.4 657.4 37.8 568.4 - 13.6 
| 31.3 664.9 30.7 562.1 - 15.5 
. 4.0 ps 4.6 368.4(June) --- 
} 35.8 Zvvs3 10.0 369.1 33<4 
} 4.3 --- --- ~~ --- 
xa 1,158.8 5.6 287.5(March) --- 
9.9 2,247 7.9 --- --- 
19.3 110.9 12.7 --- --- 
| 12.8 69.3 12.3 --- --- 


gar and sugar by-products 68.2; coffee 51.8; cocoa 29.4; 
les 9.7; clothing 9.1; bauxite 6.9; beef 4.7; tobacco 3.7. 
machinery and transport equipment 67.3; manufactured goods 
hemicals 24.5; oils and fats (animal and vegetable) 11.9; 





SUMMARY 


Political stability in the country continues under President 
Balaguer whose third four-year term will soon enter its final year. 
The real growth in Gross National Product (GNP) for 1976 was an 
estimated two to three percent. Major causes of the GNP decline 
were the precipitous drop in sugar prices from record 1975 levels, 
the non-sale of sugar for five months, and the severe shortage of 
electricity which plagued the country for most of the year. The 
Government cut back strongly on imports in the latter half of 1976 
to hold them at 1975 levels, but export earnings fell sharply, an 
important factor in the estimated balance-of-payments deficit of 
some $50 million. Continuation of a relatively restrictive policy 
on imports is expected for 1977 and Government expenditures will 
not expand much, if at all. Unless sugar prices rise from current 
low levels, a further drop in foreign exchange earnings is fore- 
seen. High coffee, cocoa, and gold prices combined with a strong 
upsurge in tourism earnings should, however, prevent the drop from 
being too steep. Inflation, which fell to roughly half the 1975 
rate last year, will rise again, though probably not sharply, in 
1977. The foreign exchange rate on the parallel market remained 
fairly steady throughout 1976. Though Government investment will 
apparently decline slightly in 1977, the Dominican Republic re- 
tains one of the most favorable foreign investment climates in 
Latin America. Despite the country's economic slowdown, there are 
ample construction and sales opportunities for U.S. firms in the 
Dominican Republic as imports from the U.S. maintain high levels. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth Slows. After its impressive growth during the 
first half of the Seventies, the economy of the Dominican Republic 
slowed considerably in 1976. Nonetheless, the country posted a 
real Gross National Product increase of two to three percent. Addi- 
tionally, despite a staggering $300 million drop in export earnings 
from sugar and sugar by-products, the balance-of-payments deficit 
was kept well within manageable limits. As the effects of the 1975 
drought were overcome, agricultural and livestock production both 
increased almost 10 percent and aided in controlling the deficit. 
Equally or more important in achieving the generally manageable 
balance-of-payments situation were the continued inflow of capital 
and the better than expected trade deficit figures which resulted 
from tighter Government control over imports. 


Almost as devastating for the national economy as continued de- 
pressed sugar prices were the electrical blackouts which wreaked 
havoc with the Dominican Republic throughout late spring and sum- 
mer of 1976. Just as it appeared the situation was becoming more 
controlled, an explosion in November destroyed a boiler of one of 
the country's main power generators and damaged another. Two new 
large generators of 80 megawatts each came on stream in the latter 
half of 1976 and the national electric network is currently receiv- 
ing 30 megawatts temporarily from the Falconbridge mining and 
smelting operation. One of the generators damaged in November 
should be repaired and back in service by May. It can thus be ex- 
pected that the industrial and commercial sectors of the economy, 
which together accounted for some 35 percent of GNP in 1975, will 
be able to operate in 1977 without the extent or severity of dis- 
ruptions which caused difficulties last year. Loan of a power- 
generating barge from the United States Government further brightens 
the short-term electricity outlook. For the long term, however, 
economic performance in the Dominican Republic continues to be 
heavily dependent upon how rapidly the State-owned electric company 
can bring new and restored generators on stream. 


The economic outlook for 1977 inspires modest optimism. Sugar 
prices remain depressed, with 9.5 cents per pound the best price 
received on sales in recent months--a price below the average cost 
of production for the country as a whole. With expected sales of 
1,100,000 metric tons (MT) at an average price of nine cents per 
pound, earnings from sugar would decline still further to $218 
million. However, each one-cent increase in the average sale 
price of sugar would add $23 million in foreign exchange. The 
country will, of course, suffer higher petroleum costs. The long 
anticipated tourism boom appears to be getting underway as hotels, 
most of them built within the last couple of years, operated at 





near capacity for the first two months of 1977. Coffee, cocoa, and 
gold prices remain high on world markets which should also produce 
increased foreign exchange earnings in those key exports. Ferro- 
nickel exports are not expected to increase, but will continue to 
be steady. 


The country is experiencing some lack of rainfall which has ruined 
the tobacco and bean crops and is affecting some livestock pasturage. 
On the other hand, a more stable electric service will, as noted, 
provide an impetus to the industry and commerce sectors. Further, a 
fortuitous rise of a cent or two in the average sugar price would 
provide increased Government revenues and foreign exchange to stimu- 
late the construction, housing, and public sectors of the economy. 


In sum, variables exist on both the positive and negative side. 


Balance of Trade and Payments. Export earnings slid to just under 
$703 million in 1976. It marked the first time since 1965 that 


earnings had dropped from the previous year. The average price of 
crude sugar for export fell from 26.7 cents per pound in 1975 to 
less than 13.5 cents per pound in 1976, and earnings for sugar and 
its by-products fell from record 1975 highs of $593.5 million to 
approximately $290 million in 1976. All other major exports re- 
corded earnings increases in 1976, but these were not sufficient 
to overcome the loss in sugar earnings. Estimated earnings for 
other major exports were as follows: ferronickel $109 million, 
coffee $88 million, gold and silver $55 million, cocoa $47 million, 
and tobacco $36 million. Since none of these appear vulnerable at 
this time to price declines, they can, with the exception of to- 
bacco, be expected to equal (ferronickel) or exceed (coffee, gold 
and silver, cocoa) 1976 earnings. Plans are underway to improve 
coffee and cocoa plantations in an attempt to capitalize further 
on the dramatic upsurge in international prices for those basic 
commodities. 


Dominican exports to the United States through September of 1976 
totaled $475 million, a decline of $204 million from the corre- 
sponding 1975 figures. There was, however, virtually no change in 
the percentage of exports to the United States during the two 
January-September periods, as the U.S. purchased nearly 75 percent 
of Dominican exports. 


Imports during 1976 were held to a one-million dollar increase 

over 1975, totaling $773.9 million. The overall slowdown in the 
economy, an increased agricultural production, and more restrictive 
Government import) policies during the last two quarters of the year 
were the most important factors contributing to the lower than 





previously expected import figure. Imports had increased by almost 
nine percent through June of 1976, but the lessened importation of 
capital and intermediate goods due partly to the continuing elec- 
tricity shortages during the latter half of 1976 contributed to 
maintaining imports for the entire year at 1975 levels. 


Thus, the 1976 deficit in the trade account of the balance of pay- 
ments was $71 million. Historically, the Dominican Republic has a 
net outflow on the current account balance of goods, services, and 
transfers while achieving a net inflow of capital. Capital inflow 
for 1976, while apparently tapering off, was still sufficient to 
keep the balance-of-payments deficit less than the trade deficit. 
Should export earnings dip once again in 1977, short-term lines of 
credit and medium or long-term loans are expected to be available to 
the Government. The external public debt remains a rather modest 
$466 million with a debt-service ratio (percentage of annual mer- 
chandise export earnings needed to service the external public debt) 
still low at 7.6 percent, one of the lowest in Latin America. 


It appears, in sum, that balance-of-payments problems will continue 
in 1977 with a deficit probably at least as large as that for 1976. 
Net foreign exchange holdings now total less than the value of one 
week's imports, but the Dominican Republic has operated for years 

on a narrow margin of foreign exchange reserves. To keep the ex- 
pected deficit within manageable proportions, the Government and 
Central Bank will likely rely on increased borrowing in internation- 
al money markets, as well as continued policies of tight money and 
import restrictions. 


Fiscal Performance. A high percentage of the Dominican Government's 
expenditures comes from ordinary revenues due to its strong in- 
clination to avoid deficit financing. Though no estimate is yet 
available for tax revenues as a percentage of GNP in 1976, it can 

be assumed that the figures will be similar to the 1975 total of 

17 percent, one of the highest in Latin America. Preliminary fig- 
ures confirm earlier projections of lower Government revenues and 
expenditures for the first time since 1965. Revenues totaled $568.4 
million and expenditures $562.1 million. Initial Government fiscal 
projections for 1977, always a rough estimate at best, show revenues 
declining to around $550 million. However, the preliminary estimate 
is almost always less than final revenues. 


The Government relies heavily on import and export taxes, with some 
$332.4 million coming from that source in 1975. That amount account- 
ed for 50.5 percent of total Government revenue. Through the first 
eight months of 1976, import and export taxes totaled some $154.0 





million, 39.1 percent of total revenues. Export tax revenues de- 
clined principally because of the falling sugar prices. As expected, 
the reduction in fiscal impetus thus felt had a salutary effect on 
inflation and import demand, but hampered economic growth last year. 
The likelihood of Government revenues at levels between those achieved 
in 1974 and 1975 means less readily available financing for continued 
larger public investments. 


Monetary Policy. Large increases in the money supply and subsequent 
rapid expansion of commercial bank credit were important factors 
contributing to the substantial inflation in the early 1970's. In 
1976, however, money supply increased by less than eight percent, a 
figure which, while higher than 1975's statistic, fell far short of 
earlier years. Commercial bank loans increased at a slower rate 

than at any time in the decade. As the Government continues to focus 
on rising prices and import demands, further use of relatively re- 
strictive monetary policies can be expected. 


Interest rates on saving and time deposits, however, have not been 
changed recently. For several years demand deposits have had high 
reserve requirements of 50 percent and time and savings deposits 
30 percent. 


Parallel Market. The "parallel" market for foreign exchange trans- 
actions, a mechanism for de facto partial devaluation of the peso, 


continues to become institutionalized. A wide variety of items, in- 
cluding tires, batteries, accessories, and other automobile parts, re- 
cently joined the growing list of goods for which official foreign 
exchange is no longer available. 


Throughout 1976 the parallel exchange rate remained very stable, 
fluctuating between 1.18 and 1.22 pesos to the dollar. Foreign 
investors who import capital and register it with the Central Bank 
have access to dollars at the official exchange rate of one-to-one. 
Profits can be remitted abroad only on registered capital. Although 
longer delays may occur, the Central Bank usually requires one month 
for conversion and remittance of dollars. 


Inflation. The inflationary rate in 1976 tapered off to a level of 

some 10 percent, down from annual rates up tol5 percent in previous 
years. This greater price stability stems from an improved agricul- 
tural production, but an otherwise overall economic slowdownjig attriby- 
able to tighter money supply, more import restrictions, and electrical — 
power shortages. While price increases for the lowest income groups 

were at approximately 15 percent, the price increases for higher in- 

come groups varied by different items. Food costs rose less than 

housing. Whereas non-durable goods and services increased in price 

from five to 12 percent, the cost of durable goods went up even more. 





The official consumer price index for the City of Santo Domingo, the 
only price index in the country, showed prices rising sharply in the 
last quarter of 1976. Increased petroleum prices can be expected to 
work their way through the economy. Consequently, the outlook for 
1977 does not appear to be one for great improvement. 


Income Distribution, Wages and Employment. Minimum wage and fringe 
benefits regulations were last changed in November 1974. Wages for 


Government workers continue to be frozen. Although the pace of in- 
flation slowed last year, wage increases in both the public and 
private sector still lagged behind the rise in cost of living. Pop- 
ulation, now estimated at 4.9 million, continues to grow at a little 
over three percent annually. Since the real growth in the economy 
in 1976 was no more than that, in effect there was no growth in real 
per capita income. The labor force now totals some 1,350,000. Un- 
employment in Santo Domingo is approximately 20 percent with under- 
employment far higher. In the rest of the country the figures are 
higher. 


Tourism and Construction. The Dominican Government has publicly ex- 
pressed a goal of capturing substantially more of the Caribbean 
tourist trade. This potential for greater foreign exchange earnings 
explains the various incentives given by the Government to tourism 
development. Two new first-class hotels, Loew's Dominicana and 

Gulf + Western's Hotel Santo Domingo, opened their doors in 1976 and 
Sheraton expects to complete construction on its hotel in May of 
this year. Tourism is getting stronger with hotels operating at 
nearly 100 percent capacity during the first two months of this year. 


Opportunities for construction and related activity in the tourism 
industry remain numerous and attractive. An airport capable of hand- 
ling Boeing 747 aircraft will be completed within a few months' time, 
but other infrastructure must be put in, on the north coast near 
Puerto Plata. Two resort complexes are slated to be built nearby. 
Gulf + Western is considering a $20 million tourist complex east of 
La Romana at Bayahibe; and Club Mediteranee at Punta Cana, at the 
island's eastern-most edge. Smaller Government projects are in 
progress. One at Samana is nearing completion and another, at 

Boca Chica, is in the beginning stages with Inter-American Develop- 
ment Bank funding being sought. 


The Dominican Republic attracts tourists because of the pleasant 
climate, excellent beaches, proximity to the U.S., the absence of 
violence affecting foreigners, and relatively low prices. The 
Dominican Government is working on such problems as the lack of 
infrastructure and limited accessibility to many points on the is- 
land. By early 1979 Santo Domingo's problem of insufficient dock- 
ing facilities for large cruise ships will no longer exist, as 





cruise ships will be able to dock easily at the Sans Souci wharf now 
under construction. Two other key programs are modernization of the 
Port of Haina 10 miles west of the capital and construction of a 
four-lane highway between Santo Domingo and Santiago, a project which 
Frederic R. Harris hopes to begin this year. Estimated cost of the 
highway is some $150 million. 


Other construction projects planned include the multiple Tavera-Bao 
dam and smaller dams such as Mao, Chavoén, Sunate, Haina, and Duey; 
irrigation systems including the Yaque del Norte project; highways; 
modernization of State-owned CEA, the country's principal sugar pro- 
ducer; and telephone expansion by CDT, a Canadian subsidiary of GT&E. 


Favorable Investment Climate. The Dominican Republic has one of the 
most favorable attitudes towards investment, both domestic and foreign, 
in Latin America. Investment is regarded by the Dominican Government 
as a primary means of development and growth of the economy. High 
tariffs, special exonerations of duties on imports of capital equip- 
ment and intermediate goods, income tax and other exemptions, favor- 
able credit policies, and comparatively low labor costs have encour- 
aged industrial development. 


CORDE, a large State-owned holding corporation, plays a significant 
role in Dominican industry. The industrial sector, excluding the 
large sugar mill operations, consists mainly of light industries 
such as food, beverages, tobacco, textiles, furniture making, and 
chemical manufacturing. Self-sufficiency in cement production has 
been virtually attained. 


The Generalized System of Preferences (GSP) established by the 
United States at the beginning of 1976 resulted in the elimination 
of tariffs on many items exported from the Dominican Republic to 
the U.S. Perhaps more importantly, items not currently exported 
from the Dominican Republic may become competitive in the U.S. 
market. 


Falconbridge Dominicana, Alcoa, and Rosario Dominicana operate 
mining concessions in the country. Alcoa is involved in negotia- 
tions for continuation of its bauxite concession contract. Rosario 
agreed last year to a new accord with the Government which increased 
Government equity to 46 percent and cancelled for the moment any 
plans to enlarge the concession. Oil exploration contracts have 
been signed with Las Mercedes of Venezuela and Quisqueya, a local 
company. Two U.S. consortiums, Cariboil and Eastern, are also ex- 
pected to agree to exploration contracts. United States investors 
in the Dominican Republic can usually avail themselves of insurance 
with the United States Government's Overseas Private Investment 
Corporation (OPIC), and a great many have done so. 
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A serious hindrance to trade has been ameliorated recently as 
containerized freight shipments are not now routinely opened, and, 
if one is spot-checked, an empty container is backed against it and 
re-loaded with the contents for a nominal charge. Alcoa Steamship 
announced some rate reductions recently which were the only changes 
in air or ship cargo rates or routes. The Dominican Republic remains 
one of the half dozen countries still requiring a consular invoice 
on shipments and the law passed late in 1975 which required all mer- 
chandise imports of the Dominican Republic to have maritime insur- 
ance from an insurer located in the country is being enforced. The 
strict Dominican Agent-Distributer Law makes foreign firms reluctant 
to engage Dominicans as their representatives. 


Industrial Parks and Free Zones. Three Dominican industrial free 
zones, located at La Romana, San Pedro de Macoris, and Santiago, 
continued their successful operations in 1976. The zones, where 
materials are brought in duty-free, processed by local labor, and 
re-exported duty-free, contain more than 40 plants and employ above 
4,000 workers, most of them female. Plants in the three zones con- 
tribute to the technological development of the country and also 
increase employment. Foreign-owned firms in the zones are not re- 
quired to pay income taxes and are allowed by law to pay somewhat 
lower hourly wages. Plans exist for a fourth zone to operate in 
Haina, soon to be the main commercial port for Santo Domingo. 
Haina, Santiago, and Herrera (located on the western edge of Santo 
Domingo) also have industrial parks either in operation or under 
development. 


IMPLICATIONS FOR THE UNITED STATES 


Political stability continues in the Dominican Republic with 
President Balaguer entering, in August 1977, the final year of 

his third four-year presidential term. The country is the largest 
market for United States goods and services in Central America and 
the Caribbean, importing an estimated $445 million from the U.S. 
during 1976. 


American products are competitive with European and Japanese goods 
in the local market, and are valued for their quality, durability, 
rapid delivery, accessibility to spare parts, and good follow-up 
servicing. 


The country's continuing construction activity offers good oppor- 
tunities in materials, equipment, and consulting and supervisory 
services. Service contracts for feasibility studies, design, and 
engineering will be relatively numerous. 


Direct sales opportunities include gas turbine and diesel genera- 
tors, transformers, switching equipment, smaller auxiliary electric 





generators, construction equipment and supplies, agricultural ma- 
chinery and equipment, portable irrigation equipment, pumps, hotel 
and restaurant equipment and supplies, commercial and industrial 
refrigeration equipment, sports and leisure goods, household elec- 
trical appliances, bottling/canning equipment, and machinery for 
drying or freezing foods. Other items demanded include electronic 
calculating machines, cash registers, duplicating equipment, metal 
working machinery, graphic arts equipment and materials, veterinary 
instruments, health care equipment and instrumentation, turbines 
and associated equipment for small hydro-electric dams, and window 
and central air-conditioning equipment. 


Available by subscription from the Superintendent of Documents. 
additional. Single copies, 50 cents, available 


. GPO, Washington, D.C. 20402. Annual s i 
’ , D.C. y ubscription, $37.50. Foreign maili 
from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington A 





MARKET SHARE REPORTS can help fill your export information 
gap. These easy-to-read reports will help you pinpoint new sales 
prospects in a wide range of markets. You'll use them extensively to 
identify overall foreign trade trends in manufactured goods and to 
compare your own performance in world markets with that of other 
traders. 


MARKET SHARE REPORTS gives detailed commodity and 
country breakdowns and easy-to-reference comparative trade 
figures for the U.S. and other major suppliers. And the five-year 
spread of data on trade in nearly 900 commodities gives a precise 
picture of changing levels of import demand and shifts in the relative 
competitive positions of exporting countries. 


MARKET SHARE REPORTS for 1971-1975 are offered in two 
series— 


88 Country Reports—each covering a leading importing nation. 
$4.75 each. 

879 Commodity Reports—with data on exports from the U.S. 
and 13 other major exporting countries. $3.50 each. 





